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Management’s Discussion and Analysls of Financial Condition and Results of Operations

Overview

£M Is primarily engaged in the worldwide development, production, and
marketing of avtomobllgs, consisting of cars and trucks. GM devalops, manu-
facteres, end marksts vehitles worldvide through four automotive regions: GM
Nerth America (GMNA}, GM Europs (GME), GM Latin Amgrica/Atrica/Mig-East
(GMLAAM), artd &M Asla Pagitic (GMAP) (collectivaly Autarmitive business).
Also, GM's finance and insurance oparadlons arp primarily conducted through
GMAC, the successor to General Motors Acceptance Corperation, & wholly
awned subsidiary until Ihe GMAG Transaction at the end of November 2006
whan GM sold 8 51%- comriilirg ownership interest in GMAG to-a consertium
of invastors. Atter the BMAG Transaction, GM has accounted for it3 49% owhar-
siip Intefest in GMAC using the aquity method. GMAG provides a broad range
of financla! services, incleding consumer vehicls financing, automotive daater-
ship and other commarcial financing, résldantial mortgage services, automoblle
service contracts, personal automobile Insurante coverags, and selacted com-
mercigl INsUrance coverape.

From tima 1o time, GM discusses issugs of shared interest such as pos-
sible transactions with other parties, Including other vehicle manufacturers.
Frequently thesa-proposals do not come to fruition. We do not confirm or
comment in any potantial transactions er other matiers unless and untll wa
taterming that disciosure is-appropriate,

AUTOMOTIVE INDUSTRY

In 2008, the global automotive Industry continued (o show sirong salss and
revenue growth, Global industry vehicle sales to retail and flest customers were
'67.5 million units In 2006, raprasanting a 4% increase over 2005. We expact
imdustry sales to be approximatety 83 millinn units in 2007, Over the past five
years, the global automotive industry kas experienced consistent ysar-to-year
Increases, growing approximately 17.7% from 20079 to 2008, Overall revenue
grovith for the Industry has averaged approximately 6% par year over the last
decada. Much ¢f thig growth is attributable to demand In emerging markets,
such as China, where industry vehicle unit sales increased 26.8% to 7.4 million
units in 2006, from 5.9 million units. in 2005,

GM's workiwida vehicle sales for 2006 were 9.1 miilion units compared to
8.2 milfion units in 2005. Vehigle unlt safes fncreased for GME, GMLAAM, and
GMAP and doclined for GMNA. GM's plobal market share in 2006 was 13.5%
campared to 14.1% in 2005, Markal sharg ingreased in 2006 compared to -
2005 fram 16.8% to 17% tor GMLAAM and from 5.8% to 6.4% for GMAP, and
declined ovar the same parlod from 25.5% to 23.8% for GMNA and fram 9.4%
1o 9.2% for GME.

Competition and factors such as commodity and enargy prices and currency
€xchange continued 1o exant pricing pressure in the global automative market in
Z006. We axpect compatition to increase over tha next faw yaars due primarily
to aggressive rvestment.hy manuiacturers in established markets in the United
States and Westem Europe and the presance of local manttacturars in key
amerging markets such as Ghina and India.

Gommadity price Incrsages, particularly for aluminum, copger, precious
matals, and resins, have contributa to substantial cast pressures In the indus-
try for vehicie manufacturers as well &5 suppliers. In adiition, the historicaily
low value of tha yen against the U.5. dollar has bensiited Japanese manufactur-
ors exporting vehicles or compongnts to the United States. Dus in part to these
pressures, industry pricing for comparably equipped products has continued to
decting In miost major markats. In the United States, actual prices for vehicles
with simifar content have declinad at an accalsrating pacs over the last dscade.
We expac? thiat this challenging pricing emvironmant will continue 197 the lore-
sagable futura.
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FINANGIAL RESULTS

GM's consolidatad net sales and revenues grew to $207.3 billion in 2008
from $134.7 billion in 2005. GM Incurrad a consolidsted net loss of $2.0 billion,
comparac 10 a net loss of $10.4 billion in 2005. The improvemant in reveruss
and reduction in net loss was a result of fmproved-automative business perfor-
mance primarity driven by higher revanues and a reduced loss al GMNA dus 1o
the favorabla impact af thg GMNA tumaround pian. GMAG net income: on & GM
cansoiidated basis was $2.2 biillan in 2005 and $2.3 billion in 2005.

GM's results of operations in 2006 wire mosi signiticartly atfectad by the
foliowing strategy, trends, and significant events:

STRATEGY

As in 2006, aur top pricnities continue to be Improving our business in
North America and echieving global cornpetitiveiass in an Increasingly glabal
enviconment, thus positioning. GM for sustained profitability and growth Ity the
long term, whils at the same time maintaining stronp. liguidity.

Qur growth and proditablilty priorities for 2007 ard-straightfarward:

= Continue to executs the North Amarica tumareund plan;
«  Grow aggressively In emerglng markets;
« Conlinue to drive the benafits of managing the business globally;

*  Gontinue daveiopment and Implemantation of GM's advanted propulsion
strategy; and

*  |mprove businass results.

Continue to Execyls the North Areriea Turnarounil Flan

Diur first priority in 2007 is Improving our eamings and cash flow, particu-
larty [n GMNA, the traditional cote of our operations and financial resutts. We ara
systematically and aggrassivaly Implementing our turnaround plan for GVINA
1o return thess viial aperations 1o profitabiily angd positive cash fow as soon 2s
passible. This plan T8 buitt on four elements, described mare fully batow In "Key
Fagtors Affecting Future and Current Resuits — Turiaround Plan™:

*  Product Bxcellence

*  Revitalize Sales and Marketing Stratagy

+  Accelerate Cost Reductions and Quatity Improvements; and
v Address Hsalth Care/Legaty Cost Burden

Tha 2006 year-end résults show that we are continuing to make progress
toward stabliizing our business In Korth America, althaugh additionial work will
ba required o Sully implerment our tumaround plan. Wa balisva thal continued
success I our Winaround effarts would not only return GM to profitatity, but
structure GM lor sustgined profitability, positiva cash flow, and prowth so ws
can g competitya in the long term by effectively managing our business’ cost,
revenui, and llquidity,

Our primary revenug relalad goals for 2007 include seliing a profitable-prod-
uct mix 2nd improving contribution margin in North America. We are pursuing
these goals by Emphasizing the quality and value of our vehiclas, reducing
rellance on sales marketing incantives, and focusing on our nawly taunched
products. We-gre gaining momentum in the Nosth American marketplace and
reafizing bisnafits assoclated with the *Total Yalue Pramise” Initiative announced
In January 2008, which has contributed to-approximatety $875 average: reduc-
tion per vehicle Incantve levels. In 2007 we intend ta continue steps such
as reducing dally rental ¢ar sales in order to Increase residual valiues, whike
improving customer-service; in ondar 19 increase repaat business frem our cur-
rent custormars. |n September 2006, we announced a five year or 100,000 milg
extendad powertrain warranty palicy, which W believe offers move extensive




Consolidated Statements of Operations

(Doéiars in mislions wrospt par share sracunts) Vears Ended! Dacember 31, 2008 200% 2004
. ) {Aa reatated, {As restated,
Genaral Mators Corporation and Subsldiaries b Note 2) ¢ Hote 2}
Net sales and revenues
Automotive sales. $172,927 $160,228 $183,341
Finangial services and insurance revenuss A 427 2,010
Total nat salgs and revenuss 207,349 194,695 195,351
Costs BNG Expanses o
Aulomotive cosl of sales 164,682 156,687 152,115
Salling, ganeral, and adiminisirallve Bxpensss 2588 27813 25,969
interest oxpenss 16,845 15807 11,33
Provisions for crsait and Insyrance losses refated to financlnp and insurance operations 4,071 3430 4315
Dther sxpenies 4,238 7,024 1,584
Total costs and expenses 213,017 212 461 195,896
Operating loss (7,668) (17.806) (545}
Automolive Interast Income dnd other fon-ogerating [ncome, met a7 1,066 _ 1400
Incame {lnss] bafars income taxxes, equity incoma (lass) and minarhy intarests and cumatative -
effect of a changs in accounting principle {4.847) {18,740 B55
Income tax benefit (2,785) (5.870) (1,126}
Equﬂ;' income (less} and minotity I_ntera'sls; net of tax 184 562 720
Incoms (Ioss) befors cumulative-eftect of a change In accounting principle (1373) (10,308) 2
Cumulative sffect of B change In accounting pringiple -~ .. {108 -
Net ingoma {loss} % {1.979) ${1041% $ 2701
Basic earnings (loss) per share
Eamings (19£8) vefora cumulative effact of a chenge In acuoumting principle § {35D) $ (1829 $ 4T
Cumulative sftect of a changa in agcounting pringiple - 098} -
Eamings (I655] pér share, basic ‘ o § [350) $ {1848 § 47
Welghtad wverage common shares oulstaiding, baslc (millions) 566 565 565
Diluted earniugs {loss) par share
Eamings (loss) before comulativa affect of a change in aceounting principls $ (3.58) $ B2y $ 478
Sumulative etfact of a change In accounting printiple - 2.19) -
Earnings (lass) per share, dliuted B t (350} § (1849 § 476
Welghiad avaraga common shares oulsiamling, ciluted {miNfons) 566 565 567
Cash dividends per share $ 100 § 20 $ @

Referance shtuld be matte to the noles to cansolidated financial statements.
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Consolidated Balance Sheets

(Dodars n mitions} Deoamibor 31, 2008 2005
) {As eastuted,
Generel Motors Corporation and Subsidiariss _ see Note 2)
ASSETS ’
Currenl Asasts
Cash and cash egulvalents $am, $ 15,187
Marketable securities ) l ) 138 1416
Total cash and markatable securlties ' %012 16,603
Actounts and notes receivable, net 8218 597
Inventories 13021 13,852
Equipmam on operating leases, net 5125 6,593
Duferred Income laxes and other currant assats L M7 8,882
Total currant assets TN 52,357
Financing and Insurance Operations Assals
Gast adl cash equivalents s 15,539
Investments in securities 188 18,310
Finance recelvahles, net - 184,848
Loans hald tor sale - 21,865
Assets held for sale - 19,03¢
Equipment on- cperating leases, net 11,784 31134
Equity in net assets of GMAC LLG 7.52% -
Qther assals 2,288 26,157
Total Findncing and lasurance Operatians assels 22,123 311,944
Noa-Cument Azvels _
Equity In nat assets of noncongelidated attilizies 1,969 e
Property, nét 4154 38,543
Intangible assats, nai 1,118 1,869
Deterred Ingoma taxes 32,967 23,761
Prepatd pension 17.385 37.576
Other asseis _ 458 4,864
Tatal non-gurrent assets ) T e 109,855
Totel nssely §186.182 $474,156
LIABILITIES AND ETOCKMDLDERS' EQUITY (DEFICIT) '
Current Liakitites
Accounts payable (principally trads) $ 2854 § 26402
Shorf-tarm borrowings and current pertion of leng-term debt 5,668 1,627
Acctied expensas 35,228 42,607
Total currgnt llablities 67.822 70,726
Finaneing and insurance Operations Liabliftiey
Actounts payabie 1214 3,731
Liablifles ralaled to masets held fer sabe- - 10,941
Debt 9432 253,508
Other llabliities and deferred Income taxes 928 26,325
Tota) Finaricing ang |nsurance Operations liabilities NE7 294,505
Non-Currend Lizbllldes
Lonp-term debt 33.067 32,580
Postiatirement benelits olher than zensions 50,086 28,390
Penslons 11934 11,225
Othar [abliities and deferred incoma taxes 15457 20,430
Total noR-current. llabilities e ‘ 111,844 93,225
Tote! liabiities h 190,443 458,456
Commitmenis and contingenciés (Nots 20}
Minority intgrests 1,180 1.047
Stockholdars' Equity {Defizit)
Preferred stock, no par vakle, authorized 6,000,000, no shares fssued and outstanding - -
$1 2/3 par value common stock (2,000,000,00D shares autharized, 758,637 541 and 565,670,254 -shares Issued and utstanding
at Decambar 31, 2006, respectively, and 758,637 541 and 565,518,106 at Dacambar 31, 2005, respectively) %43 843
Capltal sorplus {principally additional pald-in capital) 15,335 15,285
Retained sarmiings 405 28680
Accumulaled other comprehensive (loss) {22128 (4.536)
Totsl stockhoiders’ equity (dafich) {S441) 14,653
Total {labiitins, minority Interesis, ans slockhelders’ equity (delic!l) $186,192 $474,156

Raferance shonld be mads fo the noles to consolidated financial statements.
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Consclidated Statements of Cash Flows

{Oolars in mitiens] Fov the Wiars Enced Decentber 31, 2006 2005 2004
) . {As restated, {As restated,
General Motars Gorporallon and Sibsldlarkes ) L oae Noto 2} s8a Neta 2}
Cazh flows irom oparating acilvities
Ket income {ioss) $ (1.97) $(10,417) § 2
Gumuiative sffect of a changa in accounting principla - 108 -
Adjustments to recanglie Income (loss) befors cumulative effect of 2 changs in acsounting principle
to et cash provided by (used in) operating agtivities:
Deéprecialion, impairments, and amuriization expense 10,950 15,797 14,202
Mortgages: servicing righls and pramium amortization 1,021 1,142 1,675
Goodwill Impalrment — AMAG 828 712 -
Delphl banettt quarantes 50 5500 -
Loss on sake of 51% intersst in GMAC. 2410 - -
Privision for cradit financing losses 1,799 £.074 1,944
Nat gains. on sals of credit receivables {1,256} (1,241) {1.332)
Net gains on saln of investmant sacuriiles {1,006} (64) (52)
Other postratiremenl smployee banetit (OPEG) expense 3,682 56711 4558
OPEB payments (3.802) (4.084) 3,974
VEBA/4D1{h) withdrawals 3,681 3,168 {8618}
Penslon expense 4928 2,519 2,456
Panslon contritutions 1969) (833) jovg
Retires lump sum and vahicle vdueher expense, net of payments (325) (264} [328)
‘Net change in mortgage loans 21,578) (20,118) 2312
Net change in mortgage securities . 427 {1,158 614
Ghange In other Investments and mieceliansous assels {470} (B85} 104
Changes In assets and liabilitias, net of acquisitions and disposals (12,608} {6.758) {1,754)
Cthar ) ' o 2,221 2,652 382
Not cash provided by (yxed bn) operating sctivities {11,759) . (16.856) 9356
Cash Sows from investing sctivifles
Expenditures for property {7,833) {8,179) {7.753)
Investmanis in marketable sacurities, acquisitions {25,530} {21,800) {15,274)
Investmants In niarketable securilies, iquigations 25,549 23537 15911
Net ehange in mortgage servicing rights ®t) (267 {376y
Increase in finanod recavables (1,160} (6,582) (38,673}
Proceeds from sale of finance receivables 137 91,652 24,285
Proteeds from sale of 57% Intarest in GMAG 1,353 - -
Procseds from %al¢ of usiness units/equity investments 10,506 846 -
Openting leases, acquisitions {17,076) {15,486} (14,324)
Operating laases, liquidations 7,034 5,382 7,686
Investments. in companies, nat of eash acquired 13570 1,385 (80)
Other . (15) {363) 1358
Met cash previded by (used in) invesiing activitdex . 19685 8,565 (28.063)
Cash flows from Hnarcing achviiles ‘
Ne! increase {dacrease) in shor-tarm borrowings 7.093 {10,126} 2182
Borrowings of long-term dabi 79,565 78,278 73,511
Paymenits made on ong-term ded) (02,269} (69,568) (57 822)
Gash dividends pald i stackhakiers 1563) {1,138 (1,128)
Dther 2,487 6,030 4725
Hal canh provided by (west in) finencing activities {3,767 3,480 21475
Efiect of exchange rate changss on cash and cash aguivalents . 385 {85) L1al
Mat increase (decreass) in Sash and cash equivalents 4534 (4.898) 3.439
Cash and cash #quivalents raciassitied to asssls held for sale - {37} -
Cast and cash squivalants. ratained by GMAC LLC upon disposal (11,537} - -
Cash.ang cash squivalants & beginning of the year 30,726 e - 32,554
Cash and cash aquivalants ol end ol the yest $24,129 $30,728 $ 35,293

Reference should be made 1o the nétes |g coneolldatad inanclal statements.
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Consalidated Statements of Stockholders’ Equity {Deficit}

For the Years Ended Dacarnber 33, 2008, 2005 it 2004
General Motors Corporation and Subsidiarias

N Retained Aecumuigted
Shares-of Exrnings Crthar Total
Gomman Caphy “Capital Comprohensive {Accumalated Camprehensive Stackhoiders"
(Dcdiary in miliions) Stock . Stock Surplus. Insoems {Loas} Deficit) Intoma (Losd)  Equity {Decit
Baluacy Jansary 1, 2004, a3 provigusly reported 562 $937 $15,185 T svam 5 (3,805) $ 24,90
Prier perfod afjusimenis (see Noke 2) - - - 557 {579) (27)
Balance Janvary 1, 2004, as reniated 562 $537 $15,189 §12030 44,185) $ 24,976
Net income - - - $ 2701 2,0 - 2,1
Dthar gomprahansive incoma (lass): -
Foreign currency transtation adjustments - - - 1277 - - -
Unrealized gains on derlvativés - - - 483 - - -
Unrealizad gains on securities - - - 202 - - -
Mintmun pansion ability adjustment - - - (571) - -
Other comprehensive Incoms {ioss) - - - 18 - 131 1,371
Comprehensiva incoms {loss) § 4072 -
Stock options 3 5 56 - 61
Cash dividands paid - ~- - (1,125) - {1,128}
Balance Docembor 31, 2004, a5 restatad 585 582 §15.20 $14511 $ 12,B14) 527,880
Net {Joss) - - - §10,417) (10:417) - {10.417)
Other comprehensive income (loss):
Fareign-ourrency translation adjustments - - - {029) - - -
Unrealized Dains.on davivatives - - - 33 - - -
Unreallzed (l0s2) on securities - - - (E?J - -
Minimurn pension Rabllity adjustment - - - (758} -
QOther comprehansive incama (loss) - - - am - 1.7 (t721)
Gomprehensive Income (loss) $(12,138) -
Stock pptions 1 1 44 - - 45
Cash dividends paid - - - {1.134) - (1,934
Baiance Dagamber 31, 2005, s restated 568 $943 $15,285 $ 2960 $ (4.535) $14,853
Net floss) - - - S (1,978 - {1078}
Other comprehensiva.incama (loss): ’
Foreign currency translation adjustments - - - 175 - - -
Unreglized {loss) on derlvatives, - - - {240) - - -
Unrealized (ipss) on securities - - - {504) - - -
Minimum pension liability adjustmant - - - tar} -
Othar comprahengive income {loss) - - - [648) (B45] {845)
Gomprehensive income (ss) § [2,823)
Adjustment to Initially apply SFAS No. 158,
net of income tax - - - - (16.046) {16,946)
Stock opions - - 51 - 5
Cumulative eifect of & change i accounting
priticipl - adoptian of SFAS No. 156, nat of tax - - - (13) (1%}
Cash dividents pald N - - - (563} ey
Balance Decamber 31, 2008 566 43 H153 $ Al $(z2,126) § (540

Reference should be made tu the notss 1o consalidated financlal statements.
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